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Abstract 
In May 2013, domestic production of petroleum in the United States surpassed imports for the first time 
since January 1997. The fact that domestic production has outpaced imports is not some random 
occurrence, but rather the culmination of trends that have been in motion for a number of years. Imports 
of petroleum have been declining over the last 7 years, while domestic production has undergone a 
significant revival. According to a forecast by the International Energy Agency, “The United States will 
overtake Saudi Arabia to become the world’s biggest petroleum producer before 2020, and will be energy 
independent 10 years later.” 
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In May 2013, domestic production of petroleum in the United States surpassed imports for the first time since January 1997. The fact that domestic production has outpaced imports is not 
some random occurrence, but rather the culmination of trends that 
have been in motion for a number of years. Imports of petroleum 
have been declining over the last 7 years, while domestic production 
has undergone a significant revival. According to a forecast by the 
International Energy Agency, “The United States will overtake Saudi 
Arabia to become the world’s biggest petroleum producer before 
2020, and will be energy independent 10 years later.”1 
Decline in U.S. petroleum imports
In 2005, the amount of foreign crude petroleum and petroleum 
products imported into the United States peaked at slightly more 
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than 5 billion barrels. Beginning in 2006, the volume of 
U.S. imports began to decline, and it continued to fall in 
6 of the next 7 years. By 2012, imports had declined 22.5 
percent, to a little more than 3.8 billion barrels. 
As seen in chart 1, 2009 was notable for domestic 
petroleum production. For the first time in 17 years, U.S. 
production increased, rising 6.8 percent over the previous 
year’s production, to 1.95 billion barrels. Production 
continued to expand over the next 3 years and, by 2012, 
had risen a further 21.7 percent, to 2.38 billion barrels.2 
The increase was particularly evident in 2012, as U.S. 
production of crude petroleum grew 15.3 percent, well 
above the global average of 2.2 percent, and averaged 
8.9 million barrels of crude petroleum per day.3 While 
production in Alaska declined, in the continental United 
States production grew from a little over 4.7 million 
barrels per day in 2009 to just under 6 million barrels per 
day in 2012.4
From 2009 to 2012, much of the increase in domestic 
production came from the rise in crude petroleum 
production in Texas (87.2 percent), North Dakota 
(437.4 percent), Oklahoma (39.6 percent), and New 
Mexico (40.7 percent).5 The large increases each of 
those states experienced, some starting as early as 
2003, were in stark contrast to the historical trend of 
declining production that had prevailed nationally 
since the 1980s. U.S. production grew as a result of new 
production technologies, such as horizontal drilling and 
hydraulic fracturing, which were utilized in extracting 
petroleum and gas from shale deposits once viewed as 
unprofitable.6 
With the overall increase in domestic production 
came an expansion in the amount of drilling activity. 
The number of rotary rigs (the machinery used to drill 
petroleum wells) in operation rose considerably from 
2002 to 2011. In 2002, there were 137 rotary rigs in 
operation in the United States. By 2011, the number had 
grown 618.2 percent, to 984.7 There was also an increase 
in the number of petroleum wells in the nation: from 
1997 to 2002, the number of active petroleum wells 
had declined 9.1 percent, but from 2002 to 2009, the 
number grew from 354,640 to 363,459, an increase of 
2.5 percent. 8
Coinciding with the large increase in domestic petroleum 
production in the United States was a decline in the 
domestic consumption of petroleum. Domestic petroleum 
consumption fell from 18.9 million barrels a day in 2011 
to 18.6 million barrels per day in 2012, a decrease of 1.6 
percent.9 The amount of petroleum consumed in 2012 was 
the smallest since 1996. 
Source: U.S. Energy Information Administration.
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The decline in demand manifested itself in the major 
economic sectors. The most important sector of the 
U.S. economy in terms of petroleum usage is the 
transportation sector. At the height of consumption 
in 2007, 14.3 million barrels of petroleum were 
consumed per day, with 9.1 million barrels per day 
going toward the production of gasoline. By 2012, 
gasoline consumption had decreased 6.6 percent, to 
8.5 million barrels per day. Overall consumption in the 
transportation sector, which accounted for 70.5 percent 
of total U.S. petroleum consumption, declined 9.1 
percent, to 13 million barrels per day, the lowest annual 
figure since 2001.10 Part of the decrease in consumption 
was brought about by a decline in vehicle distance 
traveled by American drivers. By 2012, the number of 
miles driven by Americans was 2.5 percent less than 
in 2008.11 At the same time, the vehicles being driven 
became more fuel efficient. The U.S. Environmental 
Protection Agency reported that the estimated 
composite average fuel economy of 2012 model-year 
cars and trucks was 23.8 mpg, the highest mileage since 
the EPA began publishing the figure in 1975.12
Decreasing consumption in the industrial, residential, 
and commercial sectors also contributed to the overall 
decline in domestic consumption of petroleum. The 
U.S. recession, which began in 2008, was an important 
contributor to the decline in both the industrial and the 
residential sector’s consumption of petroleum. Domestic 
industrial petroleum consumption fell 10.9 percent from 
2008 to 2012, while residential consumption dropped 
15.0 percent. Commercial consumption decreased 
2.5 percent. One of the contributors to the decline in 
residential petroleum consumption is the construction 
of housing that is more energy efficient than previously; 
the amount of energy used to heat new houses has 
decreased.13
Import petroleum prices
While the volume of petroleum imports to the United 
States started to decline as early as 2006 and domestic 
production began increasing in 2009, the price index for 
imported petroleum continued to rise until 2012. (See 
chart 2.) Several factors helped keep import prices rising 
until 2012. Strong global demand, especially from Asia; 
lower production from several nations that are members 
of the Organization of the Petroleum Exporting Countries 
(OPEC);14 and global supply shocks all contributed to 
increasing prices. By 2012, the growth in production 
worldwide, coupled with steadying global demand, started 
to drive prices down.
Source: Price Indexes from U.S Bureau of Labor Statistics; petroleum production and consumption data from U.S. Energy Information 
Administration.
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In 2010, import prices for petroleum rose 28.4 percent 
over the 2009 figure, on the strength of robust global 
demand; demand from Asia was particularly strong. 
Consumption in Asia grew 6.0 percent in 2010, while 
global consumption increased 3.1 percent.15 Much of 
the increase in consumption came from China, which 
experienced record demand during the year. 
The rise in import petroleum prices (36.4 percent) was 
even more pronounced in 2011. Both supply concerns 
resulting from political unrest in North Africa and strong 
worldwide demand contributed to the higher prices. 
The political unrest began with protests against the 
Egyptian government. Although Egypt is a relatively 
small producer of petroleum, fears that the turmoil 
might lead to disruptions in the traffic of petroleum 
passing through the Suez Canal helped drive prices 
higher. The political unrest continued with a civil 
war that broke out in neighboring Libya in February, 
producing uncertainty that contributed to a worldwide 
rise in petroleum prices. As a result, Libyan petroleum 
exports fell from more than 1.5 million barrels a day 
before the crisis to 200,000 barrels a day by April.16 
Strong demand from Asian countries continued into 
2011 as Asian consumption increased 3.6 percent and 
Chinese consumption grew 5.2 percent.17
After 2 consecutive years of sizable increases, import 
prices leveled off in 2012, falling 0.3 percent for the year. 
Petroleum prices rose during the first quarter of 2012, 
but then fell 13.2 percent from March to December. 
Contributing to the price decline were increases in 
production by Russia, Canada, and the OPEC nations. Of 
particular note, the United States increased production 
by more than 15 percent, the largest single-year rise 
since the 18.9–percent hike in 1940.18 While global 
production was rising, the growth in world consumption 
of petroleum slowed in 2012, ticking up 0.4 percent.19 
The changing face of the U.S. 
petroleum supply
The recent surge in U.S. petroleum production, coupled 
with reduced growth in energy consumption, has 
lessened the nation’s reliance on petroleum imports 
and caused a historical shift in the U.S. energy outlook. 
Though certainly a positive development for the United 
States, this shift is expected to have global implications 
as well. In its most recent Medium-Term Oil Market Report, 
the International Energy Agency stated that the boom in 
North American petroleum production will ease what has 
been a tight market and reshape market fundamentals.20 
The North American supply is forecasted to expand by 
3.9 million barrels per day over the next 6 years, helping 
offset potential market disruptions from volatile regions 
such as the Middle East. 
Current price trends: Second quarter, 
2013, highlights
Import prices 
U.S. import prices fell 1.6 percent in the second quarter 
of 2013, after increasing 1.3 percent over the first quarter. 
A downturn in fuel prices was one factor in the second-
quarter decrease in import prices. Also contributing to the 
decline were lower nonfuel prices, led by a 1.6-percent 
drop in import prices from Japan. The decrease in prices of 
imports from Japan paralleled the rise in the value of the 
U.S. dollar relative to the yen: the dollar rose 14.5 percent 
against the yen over the first half of 2013. The decline 
in the price index for imports from Japan is the largest 
quarterly drop in the index since 1998.
Fuel imports. Fuel prices fell 4.1 percent over the second 
quarter of 2013, following a 5.6-percent increase in the 
index for the first quarter of the year. The second-quarter 
drop resulted from a 1.9-percent decline in fuel prices in 
May and a 2.4-percent decrease in April. In contrast, prices 
for import fuels ticked up 0.1 percent in June. The second-
quarter decline in fuel prices was led by a 4.7-percent 
decrease in petroleum prices, more than offsetting a 
15.6-percent increase in natural gas prices.
The second-quarter decrease in petroleum prices 
followed a 6.2-percent increase during the first quarter 
and resumed the overall downward trend in the price 
of this commodity throughout 2012, when petroleum 
prices fell 8.7 percent. As indicated earlier, strong world 
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supply and weakened demand contributed to the drop 
in petroleum prices. Another factor was the rising value 
of the U.S. dollar against most major currencies in recent 
months. Petroleum is generally priced in U.S. dollars, so a 
stronger dollar makes petroleum prices more expensive 
(thus weakening demand) for countries using other 
currencies to purchase petroleum.
In contrast to petroleum prices, the price index for natural 
gas rose 15.6 percent between March and June, resulting 
mostly from a 15.5-percent jump in April. Prices for natural 
gas increased 93.3 percent over the past year. The low price 
level in 2012 led to some cutback in production because 
profit levels became unsustainable as a result of the 
reduced prices.21 
Nonfuel imports. Nonfuel import prices fell 0.8 percent 
between March and June, after ticking up 0.2 percent 
over the first quarter of 2013. The decrease was the largest 
quarterly decline since the index fell 1.8 percent over the 
first quarter of 2009. 
As seen by the contributions shown in chart 3, the 
second-quarter decline was driven primarily by falling 
prices for nonfuel industrial supplies and materials, 
which dropped 3.0 percent. That decrease followed 
a 0.1-percent advance between December 2012 and 
March 2013, and was led by a 7.5-percent drop in prices 
for unfinished metals. Prices for gold and other precious 
metals have fallen because of smaller demand from 
investors on lessening fears of inflation.22 
Each of the major finished goods areas recorded declines 
over the second quarter of 2013, in part because of 
the rising value of the U.S. dollar. Prices for automotive 
vehicles fell 0.9 percent for the quarter ended in June, the 
largest quarterly decrease in the index since a 1.0-percent 
drop in June 1991. Capital goods prices declined 0.3 
percent between March and June: the most recent 
quarter that this index increased was the third quarter of 
2012. The price index for consumer goods also decreased 
in the second quarter, edging down 0.1 percent.
Prices for foods, feeds, and beverages fell for the 
quarter ended in June, decreasing 1.1 percent, after 
a 2.7-percent increase over the previous 3 months. A 
5.4-percent decline in vegetable prices, a 7.4-percent 
drop in coffee prices, and a 3.1-percent decrease in fruit 
prices offset higher prices for fish and shellfish in the 
second quarter.
Note: Because of rounding, figures do not sum to total.
Source: U.S. Bureau of Labor Statistics.
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Export prices
Overall export prices decreased 1.3 percent in the 
second quarter of 2013, following a 0.6-percent increase 
the previous quarter. Both agricultural prices and 
nonagricultural prices contributed to the decline. The 
March-to-June drop in export prices was the largest 
quarterly decline since a 1.8-percent decrease in the 
second quarter of 2012. 
Agricultural exports. The price index for agricultural 
exports fell 0.6 percent for the second quarter of 2013, 
entirely attributable to a 2.3-percent drop in April. 
Following the April decline, prices for U.S agricultural 
exports rose 1.7 percent over the remainder of the 
quarter. A 4.1-percent drop in corn prices for the 3 
months ended in June was the largest contributor to 
the falling agricultural prices and was driven by an 
8.1-percent decrease in April corn prices. Prices for export 
corn fell 5.5 percent during the first quarter of 2013. 
The drop was due to higher than originally estimated 
stockpiles and to forecasts that the acreage planted this 
year might be the largest since 1936.23 However, corn 
prices reversed direction in May and June, rising 4.5 
percent over those months as rainy weather in much of 
the corn-growing region of the United States led to late 
planting. As of April 28, only about 5 percent of the U.S. 
corn crop was in the ground.24 
Lower prices for nuts and cotton in the second quarter of 
2013 also factored into the overall decline in agricultural 
export prices. 
Nonagricultural exports. Nonagricultural export prices 
declined 1.4 percent between March and June, after rising 
0.8 percent over the first quarter of the year. As seen in 
chart 4, most of the decrease resulted from prices for 
nonagricultural industrial supplies and materials, which 
fell 3.2 percent for the quarter. A 5.2-percent decline in fuel 
prices and a 9.5-percent decrease in prices for nonferrous 
metals were the two largest contributors to the overall 
drop in prices for nonagricultural industrial supplies and 
materials. 
Each of the major finished goods areas recorded 
comparatively modest price declines for the quarter 
ended in June: consumer goods prices fell 0.5 percent, 
prices for capital goods decreased 0.3 percent, and the 
price index for export automotive vehicles edged down 
0.1 percent. 
Note: Because of rounding, figures do not sum to total.
Source: U.S. Bureau of Labor Statistics.
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